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KEY ECONOMIC INDICATORS 


In miliions of U.S. dollars unless otherwise noted) 


Domestic Economy 
Population (thousands) 
Population growth (%) 
GDP in current dollars 
Per Capita GDP, current dollars 
GDP in local currency % change 

(1977 base) 

Consumer Price Index % change 


Production and Employment 
Labor force (1,000’s) E/ 
Unemployment rate (avg. % yr) E/ 
Manufacturers production (local 
currency, 1977 base) % change 
Govt. oper. surplus as % of GDP 


Balance of Payments 
Exports (F.0.B.) 
Imports (C.1.F.) 
Trade Balance 
Travel 
Current account balance 
Foreign direct investment (new) 
Foreign debt (year-end) 
Debt service paid 
Debt service ratio as % of 
merchandise exports 
Net Foreign exchg reserves (year-end) 
Avg. exchange rate for year 
(ECS = US$ 1.00) 


U.S. - St. Vincent Trade 


U.S. exports to St. Vincent (C.1.F.) 
U.S. imports from St. Vincent (F.0.B.) 
Trade Balance 

U.S. share of Vincentian exports (%) 
U.S. share of Vincentian imports (%) 
U.S. economic aid 
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Principal U.S. exports (1987): Foodstuffs, machinery, general merchandise. 
Principal U.S. imports (1987): Childrenware, sporting goods, garments, 


electronic components. 


E/ Estimate 
R/ Revised 


Sources: Ministry of Finance, Eastern Caribbean Central Bank. 








SUMMARY 


The rate of real GDP growth in St. Vincent and the Grenadines fell 
in 1987 (the last year for which data are available) to an estimated 
3.1 percent, down from 6.2 percent (revised) the previous year. 
Banana production declined for the second consecutive year, but this 
was offset by increased tourist arrivals and continued heavy 


construction activity. Manufacturing output declined slightly for 
the second consecutive year. 


The Government of St. Vincent continued its tight budget policies. 
During 1987, its estimated surplus on recurrent operations was $3.8 
million (3.4 percent of GDP), slightly less than that for 1986. 


In the external sector, the current account registered a deficit of 
$13.7 million, mainly because of deterioration in export 
performance. The overall balance-of-payments position also was in 
deficit--to the tune of an estimated $5.6 million. 


The United States remained St. Vincent’s leading trade partner in 
1987. According to Government of St. Vincent data, overall trade 
between the two countries totaled $44.9 million, an increase of 15.7 
percent over 1986. Moreover, St. Vincent continues to welcome 
American investment; several major firms, such as Pico Electronics 
and Wilson Sporting Goods, operate subsidiaries on the island. St. 
Vincent is eligible for trade benefits under the Lome Convention 


(with Western Europe), CARIBCAN (Canada), and the Caribbean Basin 
Initiative (United States). 
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PART A--CURRENT ECONOMIC SITUATION AND TRENDS 


ECONOMIC GROWTH 


According to preliminary data, the rate of real GDP growth in St. 
Vincent and the Grenadines fell to an estimated 3.1 percent in 
1987--down from 6.2 percent (revised) in 1986. At current factor 
cost, GDP expanded to $112.5 million. 


Agriculture: Production of bananas, the country’s leading foreign 
exchange earner, declined because of drought, followed by a tropical 
storm. Exports amounted to 35,575 metric tons, 7 percent below the 
quantity sold in 1986. Favorable exchange rate movement, helped to 
cushion the blow--banana prices rose to $538 per ton, compared to 
$480 a year earlier. 


Production of other foodstuffs remained depressed, due to reduced 
demand in the traditional Trinidadian market. The fish catch 
climbed by more than 60 percent, in large part because of increased 
technical support to the industry. 


Manufacturing: Production of nontraditional exports--clothing, 
tennis rackets, and electronic components--in enclave industries 
remained stable. There were no new entrants, but reinvestment by 
established firms in the Campden Industrial Park was significant. 
Meanwhile, overseas sales of arrowroot starch continued to rise; 
actual production fell, but drawdown of stocks helped to meet 
international demand. 


Construction: Heavy public sector construction activity continued, 
most notable the Cumberland Hydroelectric Project, which is now 
virtually completed. Other recent start-ups, such as a government 
financial complex in Kingstown, and growing private homes 
construction, should maintain growth in this sector in 1988. 


Services: The services sector also performed well. 
Hotel/restaurant business grew by 7.3 percent; wholesale and retail 
activity expanded by 5.8 percent. The number of cruise ship 
passengers calling in St. Vincent rose by 72 percent to 65,683, and 
total stayover arrivals jumped by 9 percent. 


GOVERNMENT FINANCE 


Current .Budget: The Government of St. Vincent follows a 
conservative fiscal policy, and public sector finances are on a 
sound footing. In 1987 the government registered a surplus of 3.8 
million on current operations, with revenue of $40.8 million and 
expenditures of $37 million. (The current budget surplus came to 
3.4 percent of GDP, down from 3.9 percent in 1986.) Indirect taxes 
(consumption taxes and import and export duties) accounted for 58 
percent of revenue; direct taxes brought in most of the remainder. 
The government has striven to capitalize on the revenue gains and to 
increase its contribution to the capital budget. Transfers and 
purchases of goods and services accounted for nearly 43 percent of 
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expenditures followed by personnel salaries and wages, whose 
relative share rose to 48 percent. Amortization and interest 
payments accounted for the remainder. Expenditures on the whole 
increased by 4.6 percent (compared to a 3.5 percent jump in revenue). 


Capital Budget: The capital budget--Public Sector Investment 
Program (PSIP)--aims to provide the necessary infrastructure to 
boost private sector development. Total expenditures in 1987 were 
an estimated $222.4 million (76 percent of which was provided by 
foreign grants and loans) and covered outlays for energy (including 


the Cumberland project), agriculture, manufacturing, and 
transportation. 


MONEY AND PRICES 


The Vincentian banking system remained highly liquid in 1987; 
commercial bank deposits grew by 20.5 percent. (Most of the growth 
was concentrated in time deposits, which accounted for 49 percent of 
total deposits.) This exerted downward pressure on local interest 
rates. The prime rate fell to 11 percent by the end of the year 
(down from 12 percent). Meanwhile, domestic credit expanded by 13 
percent, mainly because of increased private sector borrowing, much 
of it in manufacturing. As measured by the retail price index, the 
inflation rate rose to 3.4 percent in 1987, compared to 0.5 percent 
the previous year. Housing costs, which increased by 16.7 percent, 
accounted for much of this; food prices increased by 2.9 percent. 


BALANCE OF PAYMENTS 


St. Vincent’s balance of payments deteriorated markedly in 1987, 
mainly because of a larger trade deficit which put the current 
account $13.7 million in the red (down from a surplus of $5.9 
million in 1986). This more than offset increased capital inflows. 


Current Account: St. Vincent’s chronic balance-of-trade deficit 
widened in 1987 by 98 percent to $46.3 million. Export earnings 
fell by $11.5 million to $52.3 million. Although the volume of 
bananas exported fell by 7 percent, earnings from crop--$18 
million--were virtually unchanged from 1986 because of favorable 
exchange rate fluctuations. However, exports of vegetables fell by 
over 60 percent because of contracting demand in Trinidad, the 
principal market. Fortunately, export earnings from manufactured 
goods--including flour, clothing, tennis rackets, and electronic 
components also increased. 


On the flip side, the import bill jumped a further 12.9 percent to 
$98.6 million. Purchases of food and live animals increased 
significantly--mainly because local food production declined because 
of drought. Improved services earnings helped the widened trade 
deficit. Gross tourism receipts jumped to an estimated $35 million 
through increased arrivals. All told, net services income rose by 
nearly 91 percent to $18.3 million. 
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Capital Account: Capital inflows increased by an estimated 46 
percent to $8.2 million, mainly through loan financing for public 
sector infrastructure projects. Foreign direct investment remained 
constant at $3 million. In the end, the overall balance of payments 
recorded a deficit of $5.6 million, down from a surplus of $11.5 
million in 1986. 


ECONOMIC OUTLOOK 


The Vincentian economy is expected to grow moderately (2-3 percent) 
over the next 3 years. The country faces a shortage of adequate 
production and support facilities (including both human and physical 
infrastructure) and uncertain markets for its major industrial and 
agricultural exports (the foremost example being the potential 
cutoff of the West Indies’ banana market in 1992 with the 
unification of the EEC). 


Nevertheless, the Vincentian Government retains at least some room 
to maneuver. It can improve prospects for growth through continued 
prudent fiscal management, construction of additional factory 
shells, speeding efforts at agricultural diversification, and moving 
to enhance the country’s tourism facilities. Of course, external 


economic assistance (and favorable weather conditions) will also be 
crucial. 


PART B--ECONOMIC IMPLICATIONS FOR THE UNITED STATES 


TRADE 


St. Vincent and the United States enjoy close economic ties. The 
United States is St. Vincent’s leading trade partner; according to 
Vincentian Government statistics, trade between the two countries 
totaled $44.9 million in 1987 ($36.4 million in U.S. exports, $8.5 
million in U.S. imports)--29.7 percent of St. Vincent’s total 
trade. The leading product categories for American exports in 1987 
were foodstuffs and general merchandise. The value of American 
exports increased by $4.2 million in 1987. Given their proximity, 
warm political ties, and extensive American economic assistance, 
strong commercial relations between St. Vincent and the United 


States should continue. American exporters seeking opportunities in 
St. Vincent should contact: 


Mr. Randolph Cato, Permanent Secretary 
Ministry of Trade, Industry, and Agriculture 
Kingstown, St. Vincent 

Telephone: (809) 457-1688 


FOREIGN INVESTMENT 


The Government of St. Vincent actively encourages private foreign 
investment, which it sees as a major contributor to the country’s 
development. St. Vincent’s relatively poorly developed 
infrastructure--such as small port facilities and lack of an 
international-class airport--can present problems, but investors 





will find a productive work force available for comparatively low 
wages. The government offers a variety of incentives for investors, 
including tax holidays and duty-free import privileges. 

Furthermore, the parastatal Development Corporation (DEVCO) offers 
factory space at. the Campden Industrial Park. (A second park is in 
the planning stages.) In addition, St. Vincent benefits from the 
trade promotion provisions of the CBI, CARIBCAN, and Lome 
Convention, that is, duty-free entry for many products into the 
United States, Canada, and Europe. As a result, a number of foreign 
firms have commenced operations in St. Vincent over the past few 
years, among them, Pico Electronics and Wilson Sporting Goods, both 
from the United States, and the West German beer company Brauhaus. 
Currently, best prospect areas for investment in St. Vincent include 
garments, agribusiness (especially for tropical fruits), light 
industry (including electronic component assembly), and tourism 
(particularly in the Grenadines--the small islands of Bequia, 
Mustique, Canouan, and Union). 











